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Managing Risk in Providing 
Litigation Services
When providing litigation services, many 
CPA firms include a hold-harmless provision 
in their engagement letters to protect their 
firms against liability for breach of the 
engagement agreement and to limit certain 
types of damages. The following article 
discusses the issues associated with such 
engagement letters. It is based on a section of 
Business Valuation/F orensic and Litigation 
Services Practice Aid 04-1, “Engagement 
Letters in Litigation Services,” a practice aid 
recently issued by the AICPA Forensic and 
Litigation Services Committee. The principal 
authors of the practice aid are Charles L. 
Wilkins, CPA, and Jeffrey H. Kinrich, 
CPA.
Limitations on liability and damages
Some practitioners providing forensic and litigation 
services attempt to avoid liability or damages by the 
inclusion of a hold-harmless provision in the engagement 
letter. Such provisions may attempt to (1) limit liability, 
(2) limit damages, or (3) provide for indemnification by 
the other parties. Practitioners will benefit from careful 
consideration of these differences. Some clients may be 
willing to accept some limitations on the practitioner’s 
liability while rejecting others. The practitioner should
consult with legal counsel or a risk management adviser 
about which of these clauses are negotiable and which are 
not for any particular engagement. With respect to limita­
tions on liability, the practitioner should be aware that a 
court or arbitrator might hold that such clauses do not 
provide any protection from claims that allege malpractice 
or other torts.
Limiting liability
A hold-harmless provision may provide some protection 
from liability based on breach of the engagement agree­
ment and may limit certain types of damages such as 
consequential, incidental, or punitive damages. Generally, 
this provision is valid between the parties to the engage­
ment letter. It may not limit damages for liability to third 
parties who justifiably relied on the practitioner’s work.
The practitioner’s attempt to seek indemnity or contri­
bution for any liability may depend upon the circum­
stances, the wording of the provision, and the law.1 The 
practitioner may want to seek the advice of counsel to 
determine the potential validity of any such provision.
Example 1: In no event will our firm be liable for 
incidental or consequential damages, even if we have 
been advised of the possibility of such damages.
Example 2: You and your client agree to hold our 
firm, its partners, and employees harmless from 
any and all liabilities, costs, and expenses relating 
to this engagement, and expenses (and those of our 
legal counsel) incurred by reason of any action 
taken or committed at your direction and taken by 
us in good faith; and you agree to indemnify us for 
any such action taken at your direction.
continued on next page
Indemnity is the act of making someone whole (to compensate for loss or damage already suffered), or insuring (or providing security) against future loss or 
damage. Contribution is the payment of a share of an amount for which a party is liable, or the shared payment (or pro rata apportionment of loss or damage) by 
parties jointly responsible for compensating the loss or injury of another party.
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Limiting damages
The engagement letter may set forth a limitation on damages 
regardless of whether or not it sets forth a limitation on liability. 
Many practitioners limit possible damage awards that can be 
assessed against them to the fees that have been paid or to some 
multiple of the fees. Generally, this provision is valid between the 
parties to the engagement letter. It may not limit damages for 
liability to third parties who justifiably relied on the practi­
tioner’s work.
Example: Our aggregate liability to [attorney] or 
[attorney’s client], whether in contract, tort, or other­
wise, will be limited to the amount paid to us by 
[attorney] or [attorney’s client] for the services under 
this engagement letter.
Letters to the Editor 
The Practicing CPA encourages readers to write 
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In light of Daubert, 
Kumbo Tire, and the 
subsequent line of 
caselaw,2 a practitioner 
hired as an expert wit­
ness may consider 
2Daubert v. Merrill-Dow Pharmaceuticals, Inc., 509 U.S. 579 (1993); Kumho Tire 
Co. v. Carmichael, 526 U. S. 137 (1999).
Editor’s note: Members of the newly formed AICPA Business 
Valuation/Forensic and Litigation Services Membership Section should 
have received a gratis copy of Practice Aid 04-1 as a member benefit. 
Information on purchasing this practice aid is available by calling 
1-888-777-7010 or visiting www.cpa@biz.com.
attaching a curriculum vitae (CV) as an exhibit to the engage­
ment letter. Such action may provide some protection if a court 
later rejects the expert. The practitioner may still assert rights 
under the agreement to receive appropriate compensation. If the 
client is concerned about the qualifications of supporting profes­
sionals, their CVs could be attached as well.
Example: As an exhibit to this engagement letter, I 
have attached my CV. If a court later determines that I 
am not qualified to offer testimony, such determination 
will not be deemed a breach of this agreement, and you 
will still be liable for the payment of fees and expenses as 
set forth herein.




he Auditing Standards Board (the ASB) has issued 
two new Interpretations on Statement on Auditing 
Standards (SAS) No. 58, Reports on Audited 
Financial Statements (AICPA, Professional Standards, 
vol. 1, AU sec. 508), as amended. Interpretation 17 provides 
illustrative language in the auditor’s report to clarify that an 
audit performed in accordance with generally accepted audit­
ing standards (GAAS) does not require the same level of test­
ing and reporting on internal control over financial reporting 
as an audit of an issuer for whom Section 404(b) of the 
Sarbanes Oxley Act of 2002 is applicable. Interpretation 18 
clarifies the applicability of GAAS and provides illustrative 
language for a dual reference reporting situation in which the 
audit was conducted in accordance with GAAS and also in 
accordance with the auditing standards of the Public Company 
Accounting Oversight Board (PCAOB). These Interpretations 
are available at http://www.aicpa.org/members/div/auditstd/ 
announce/index.htm.
Web Site on 
Entrepreneurship 
http://www.hbs.edu/entrepreneurs/
“A video archive that captures insights from leading members of 
the [Harvard Business] School’s entrepreneurial community. 
Entrepreneurs speak on a common set of themes including their 
development as entrepreneurs, strategies for identifying opportu­
nity, and leadership.” Each is available as both video and tran­
script, and includes links to related HBS case studies.
—Courtesy of Marylaine Block’s "Neat New Stuff" newsletter 
(http://marylaine.com/subscri.html)
The Practicing CPA (ISSN 0885-6931), July/August 2004, Volume 28, Number 6. Publication and editorial office: Harborside Financial 
Center, 201 Plaza Three, Jersey City, NJ 07311-3881. Copyright 2004 AICPA. Printing and mailing paid by PCPS/The AICPA Alliance for 
CPA firms. Opinions of the authors are their own and do not necessarily reflect policies of the AICPA.
Editor. William Moran.
Editorial Advisors: Louise H. Anderson, Gainesville, Fl; Wayne Berson, Bethesda, MD; Adele Brady Bolson, Bellevue, WA; Richard J. 
Caturano, Boston, MA; Christine A. Lauber, South Bend, IN; Richard J. Maloney, Framingham, MA; Steve McEachern, Houston, TX; Donovan 
J. Miller, Sterling Heights, Ml; David K. Morgan, Knoxville, TN; Norman L Myers, York, PA; Melissa R. Nelson, Boise, ID; Ray Roberts, 
Carlsbad, NM; J. Russell Roy, Paso Robles, CA; Gordon E. Scherer, Pittsburgh, PA; Deborah Sessions, Atlanta, GA; Peggy Hunter Ullmann, 
Phoenix, AZ; John Welch, Amarillo, TX; George Willie, Washington, DC.





A new Excel tool can help auditors comply with 
the SAS No. 99 minimum requirements for 
financial statement analysis in audits.
M
any auditors consider procedures of SAS No.
99, Consideration of Fraud in a Financial 
Statement Audit, to be the maximum level 
needed in an audit. This may be a misjudg­
ment, however, because SAS No. 99 provides the minimum stan­
dards that auditors need to work towards. Some of these 
“minimum” procedures include increased use of technology in 
the audit (otherwise known as computer-assisted audit tools or 
CAATs), increased use of analyticals, and the assumption in the 
auditor’s risk assessment that revenue is overstated.
To that end, this article presents a tool that:
• Calculates a comprehensive multi-period financial statement 
analysis using standard balance sheet and income statement 
information.
• Presents common indicators associated with revenue overstate­
ment based on numerous sources.
• Tees up additional data analysis (using CAATs) and audit test 
work using either Microsoft Excel or more advanced tools.
• Please note that the tool presented in this article stays at a 
high level balance sheet and income statement level. To be 
a highly effective audit test, the auditor may want to 
use more data such as a full trial balance or even a 
detailed subledger.
The best part, and music to any CPA’s ears, is that the tool 
discussed in this article is easy to use (based on Microsoft Excel) 
and is available free through a special arrangement with Bi3.net, 
who created this tool.
Transforming financial statement analysis
Tom Peters, in his new business management book Re-lmagine 
states that the last 30 years of technology implementations have 
all but “paved the cow paths.” That is to say that although we use 
the same methods, we are doing them a bit faster with improved 
automation. As such, we can develop an Excel spreadsheet to 
simply recalculate the ratios that we have performed by hand for 
as long as we can remember. Or we can go further, and start to 
infuse our fraud knowledge into the product, churning off more 
benefits than simple efficiency. To that end, this article focuses on 
improvements that can be made with Excel to transform the 
financial statement analysis into a powerful fraud-fighting tool. 
stand more fully the automation concepts discussed below:
• Document all factors that would drive the expectation of changes 
in the financial statements (see Entry-Expectations worksheet). 
This is simply a page on which to enter vital company 
and financial account information. It is an easy way to 
store the information, in one convenient place, for future refer­
ence and review.
• Have standard entry sheets. Standardizing the process for 
entry makes requests for data that much easier and ensures 
consistent analysis among audits (see Entry-Balance Sheet and 
Entry-Income Stmt worksheets).
• Create auto-calculated sheets. With the data entered in the above 
sheets, Excel can pre-populate additional worksheets with 
associated calculations. Assuming they are done correctly the 
first time, this leads to:
— Improved efficiency in the spreadsheet setup.
— Consistent application of ratios and other calculations 
(for example, avoid issues around what an organiza­
tion calls “operating income”).
— Consistent formatting of spreadsheets for easy saving 
or printing.
— Complete and accurate calculations with no risk of 
keypunch or logic error.
With the benefits understood, let’s take a look at a few exam­
ples of Excel’s auto-calculation tools, as developed in this free tool, 
in addition to a complete set of ratios, which are also calculated 
automatically for each period entered:
• Vertical BS. This worksheet completes a full vertical financial 
statement analysis for all five years and then provides a clean 
summary of the entire vertical analysis (on page two if this 
worksheet is printed).
• Current Asset Chart. This spreadsheet displays a simple graph 
of the vertical analysis for the current assets section of the 
balance sheet.
• Horizontal IS. This spreadsheet calculates a horizontal analysis 
for all five years’ worth of income statements (for example, cal­
culating differences between 6/30/99 and 6/30/00 balance 
sheet information).
• Cash Flow Statement. This spreadsheet calculates a cash flow 
statement, a favorite financial analysis tool of the auditor, 
using the balance sheet and income statement information.
Step Two: Transforming the Process
You may notice that we left out three auto-calculating worksheets 
from the above section. These are Fictitious Revenue, Timing 
continued on next page
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Step one: automating financial statement analysis
Before transforming the standard process for developing an 
analytical, we need to step back and contemplate it, namely:
• Develop an expectation.
• Compare the expectation to the actual financial statements.
• Investigate differences and obtain additional corroborating 
evidence.
With the above process in mind, you can download the
complimentary free tool developed by 
Bi3.Net from their Web site, www.bi3.net. 
We suggest that you download it to under-
By Richard B. Lanza CFE, CPA, PMP
PCPS, an alliance of the AICPA, represents more than 
6,000 local and regional CPA firms. The goal of PCPS is 
to provide member firms with up-to-date information, 
advocacy, and solutions to challenges facing their 
firms and the profession. Please call 1-800-CPA-FIRM 
for more information.
Differences, and One-Time Gains. These three worksheets attempt 
to transform the financial statement analysis process by being a 
mini-expert system. The ratios and indicators presented in these 
worksheets are the most common related to the three compo­
nents of overstated revenues (financial statement fraud where 
revenues are inflated through fictitious entries for sales that never 
occurred, realizations in the inappropriate period, or one-time 
gains.):
• Fictitious revenue. Recording of goods and services that never 
occurred (no economic substance) usually conducted through 
the use of phantom customers.
• Timing differences. Recording of sales prior to their being 
realized or earned.
• One time gains. Recognizing revenue or income through (1) sell­
ing undervalued assets such as real estate without any business 
requirement other than to boost revenue and income, 
(2) reporting investment income or gains as a reduction in 
operating expenses or as an increase to revenue, or (3) writing 
off liability reserves without any 
business requirement other than 
to boost revenue and income.
The ratios and indicators 
were compiled by BI3.Net based 
on research of more than 30 
sources. Therefore, the knowl­
edge gained from this exercise 
was distilled into a set of tools for 
the auditor. With some basic training and common sense, all 
auditors, junior or senior, could use this collection of indicators 
to detect fraudulent reporting. Over time, these indicators could 
be further refined by industry or client type. Not only does this 
provide efficiency, but also it makes the analysis more effective 
and more likely that an auditor will identify any hidden errors in 
the financials.
Where to go from here
With an increased emphasis in the business world on complete 
and accurate financial reporting, financial statement analysis 
should be the norm in SAS No. 99 reviews, as well as in any 
fraud reduction program. These analyses also can help start the 
process towards selling additional services such as fraud investi­
gations and business process reviews or serving as an expert 
witness. Although the presented spreadsheet is a small example, 
this approach could be used to automate an entire financial 
statement analysis program, with focus on all types of fraud.
While software tools, from ERP systems to pre-packaged 
financial statement analysis tools, do provide automation and 
expert-system benefits, some shops may just want to stick with 
using Excel. However, these organizations should note some of 
the downsides of using Excel, including:
• Needing to enter the data into the Excel sheets as opposed to 
having a standard feed from your audit work paper or trial 
balance software. Aside from the efficiencies gained in the 
standard feed, it also ensures accuracy in that human error is 
taken out of the equation. On the other hand, Excel can 
better organize the information because users can define it 
according to their needs as opposed to the way trial balance 
software prints it out.
• Although the free spreadsheet could be used as a model, the 
Excel approach will need to be built from the ground up versus 
using a pre-defined toolpack.
• Limited ability to do “deeper” analysis of data such as using 
online analytical processing (“OLAP”) or “on-the-fly” graphing 
of data.
For the spreadsheet discussed in this article, please see 
www.bi3.net. For a comprehensive explanation of how to complete 
various audit software tests in Excel, see the free document at: 
www.auditsoftware.net/community/excel/.
Richard B. Lanza, CPA, CFE, PMP, is a manager of internal audit 
at a Fortune 200 retailer, where he focuses mainly on using computer- 
assisted audit tools to improve business intelligence, increase efficiencies, 
and identify bottom-line savings. He is the founder of the non-profit 
Web site, www.auditsoftware.net/community and headed the Program 
Management Office at the American Institute of Certified Public 





inancial advisers to wealthy clients will find Planning 
for the Affluent a useful convenient resource for 
implementing cutting-edge wealth management ideas 
and wealth preservation strategies. This resource 
describes in depth new financial approaches for your affluent 
clients. These approaches are based on fresh perspectives on 
concepts and products important to the wealthy, such as family 
wealth management, charitable giving, multigenerational 
planning, and insurance planning.
Succession planning
Planning for the Affluent offers numerous exit and retirement 
strategies for entrepreneurs, focusing on the financial planning 
process. This resource also examines the control and jurisdictional 
issues associated with offshore trusts, along with discussions of 
why investors seek to go offshore.
Written by Donald R. Levy, JD, MBA, and Richard H. Mayer, 
CLU, Planning for the Affluent is an Aspen publication available 
exclusively from the AICPA. In paperback format, the AICPA 
member price is $75.00. For more information go to 
https://www.cpa2biz.com/CS2000/Products/CPA2Biz/Publications/ 
Planning+for+the+Affluent.htm.







By the AICPA Accounting and Review 
Services Committee
D
uring the process of reviewing comment letters 
with respect to the Exposure Draft that eventu­
ally became SSARS No. 10, Performance of Review 
Engagements, the Accounting and Review Services 
Committee (ARSC) determined that additional guidance was 
needed with respect to the formation of expectations in the per­
formance of analytical procedures. This Issues Paper is 
intended to provide additional guidance to accountants related 
to the use of analytical procedures and documentation require­
ments associated with those procedures.
Expectations
Forming an expectation is the most important phase of the analytical proce­
dure process. Expectations are the accountant’s predictions of recorded 
accounts or ratios. In performing analytical procedures, the 
accountant develops the expectation in such a way that a significant 
difference between it and the recorded amount is indicative of a 
misstatement, unless he or she can obtain explanations for the dif­
ference (for example, an unusual event occurred). Expectations are 
developed by identifying plausible relationships (for example, store 
square footage and retail sales) that are reasonably expected to exist 
based on the accountant’s understanding of the client and the indus­
try in which the client operates. The accountant selects from a vari­
ety of data sources to form expectations. For example, the 
accountant may use prior-period information (adjusted for expected 
changes), management’s budgets or forecasts, industry data, or non- 
financial data. Additionally, information that is developed when an 
accountant compiles monthly or quarterly financial statements can 
be utilized by the accountant in developing expectations associated 
with the review of financial statements.
SSARS No. 10 does not create a new requirement with respect 
to developing expectations. The Standard merely clarifies existing 
guidance that has existed since the issuance of SSARS No. 1, 
Compilation and Review of Financial Statements in December 1978. 
An accountant cannot, under any circumstances, perform analyti­
cal procedures without first developing expectations related to the 
results of those procedures.
SSARS No. 10 does, however, create the requirement that the 
accountant document significant expectations where those expec-
NOTICE TO READERS
This Issues Paper is intended to provide accountants with infor­
mation that may help them understand certain requirements 
related to the use of analytical procedures in review engagements 
and how the use of analytical procedures should be documented 
in those engagements. This publication is an Other Compilation 
and Review Publication as defined in Statement on Standards for 
Accounting and Review Services (SSARS) No. 11, Standards for 
Accounting and Review Services. Other Compilation and Review 
Publications have no authoritative status; however, they may help 
accountants to understand and apply the SSARS. If accountants 
apply the guidance included in an Other Compilation and Review 
Publication, they should be satisfied that, in their judgment, it is 
both appropriate and relevant to the circumstances of the subject 
engagement. This publication was reviewed by the AICPA 
Audit and Attest Standards staff and published by the AICPA, 
and is presumed to be appropriate.
tations are not otherwise readily determinable from the documen­
tation of the work performed. The documentation should include 
factors considered in the development of the expectations.
The following represent examples of how the accountant can 
document expectations:
Example 1—Expected increase in revenue—Results agree 
with expectation
An accountant is engaged to review the financial statements of a 
company that sells vehicles to the United States Military. Because 
of various conflicts occurring in the world and the United States’ 
role in those conflicts, the accountant reasonably expects sales to 
increase. Using his or her knowledge of the client, the client’s busi­
ness, and the industry in which the client operates, the accountant 
expects a 10% to 15% increase in sales. Further, the accountant con­
cludes that receivables should increase and that loans payable and 
interest expense would also increase because the client would need to 
borrow money to fund the additional production.
Sample documentation
Teemickmag Military Supply Company 
Analytical Procedures
For the year ended December 31, 20XX
Expectations
The following are factors that should affect the relationship 
between current and prior year amounts:
• Increase in military spending by the government due to world 
events should result in an increase in sales. Expected increase 
of between 10% and 15%.
• Because of increase in production of military vehicles, the 
Company has had to borrow additional funds. Therefore, 
expected increase in loans payable and interest expense of 
between 10% and 15% (corresponds with increase in sales).
Income statements are available for the current and prior-year.
continued on next page
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The above documentation would be 
adequate and in accordance with 
SSARS No. 10. Further, after per­
forming the trend analysis, the 
accountant concludes that sales, costs 
of goods sold, and interest expense 
are all "reasonable" given the expecta­
tions associated with these amounts. 
However, since selling expenses 
increased by 25%, the accountant 
should inquire of the client as to the 
reason for that unexpected increase 
(actual increase does not parallel
Trend analysis — Example 1
Current Year Prior Year Change % Change
Sales $ 2,500,000 $ 2,175,000 $325,000 14.94%






230,000 184,000 46,000 25.00%
administrative expenses 
Interest expense 48,000 42,000 6,000 14.29%
expected increase).
Example 2—Expected decrease in revenue—results do not 
agree with expectation
Trend analysis—Example 2
Current Year Prior Year Change % Change
Tenant revenue $ 7,223,000 $ 8,603,000 $(1,380,000) (16.04)%
Costs and expenses: 1,780,000 1,566,000 214,000 13.67%
Management fees 339,000 387,000 (48,000) (12.40)%
General and administrative 583,000 511,000 72,000 14.09%
An accountant is engaged to review the financial statements of a 
client that owns/manages a shopping mall. Because of a poor 
economy, the mall lost several tenants during the year; as such, 
the accountant reasonably expects revenue to decrease. Using his 
or her knowledge of the client, the client’s business, and the 
industry in which the client operates, the accountant expects a 
5% to 10% decrease in revenue during the year. Further, the 
accountant expects that general and administrative expenses 
should increase due to the costs of site plans; and the accountant 
expects that management fees should decrease due to a decrease 




For the year ended December 31, 20XX
Expectations
The following are factors that should affect the relationship 
between current and prior year amounts:
• Loss of tenants due to poor economy 
should result in a decrease in revenue. 
Expected decrease of between 5% and 
10%.
• Because of the increased number of 
vacancies, general and administrative 
expenses are expected to increase because 
of site plan costs. The expected increase 
of between 5% and 10% (corresponds 
with the decrease in revenue).
Because of the decrease in the number of tenants in the build­
ing, management fees are expected to decrease between 5% 
and 10% (corresponds with decrease in revenue).
Income statements are available for the current and 
prior-year.
The above documentation would be adequate and 
in accordance with SSARS No. 10. However, the 
results of the analytical test do not agree with the docu­
mented expectations associated with those tests. 
Therefore, the accountant should inquire as to why the 
decrease in tenant revenue, the decrease in manage­
ment fees, and the increase in general and administra­
tive expenses exceeded expectations.
Example 3—No significant change in revenue or 
expenses expected
An accountant is engaged to review the financial statements of a 
small, privately-held client in the candy store business. The 
accountant has performed a review of the financial statements of 
the candy store for each of the past five years with no significant 
change in revenue or expenses in any of those years. The account­
ant expects that trend to continue.
Sample documentation
Mom and Pop Candy Store
Analytical Procedures
For the year ended December 31, 20XX
Expectations
• Based on discussions with owner/manager, no significant 
changes from prior year amounts are expected.
• All increases/decreases greater than 5% will be subjected to 
additional inquiries.
Trend analysis—Example 3
continued on page 8
Current Year Prior Year Change % Change
Sales $44,000 $39,000 $5,000 12.82%
Cost of goods sold 32,500 31,000 1,500 4.84%
Gross profit 11,500 8,000
Operating expenses 5,200 4,500 700 15.56%
Net income 6,300 3,500




CPS is here to help you suc­
ceed. How? We step back 
and look at resources and 
regulations and think how 
they will affect our member CPA 
firms. We bring you up-to-date tools 
and information that shape your prac­
tice today and will improve your busi­
ness in the future.
What can you do now to get ahead 
of the game? Here are the best 
resources, sites, information, and events 
available for CPA firms today. Take 
advantage of them. Tell us what you 
need. We’re here to help.
• Give your firm an edge with the 
PCPS/TSCPA National MAP Survey!
Is your firm on target to grow in 
2004 and beyond? Do you have a 
plan for growth but lack concrete, 
achievable goals?
The PCPS/TSCPA National MAP 
Survey can help! The National MAP 
Survey results provide you with 
detailed benchmarking information 
regarding salaries, billable hours, serv­
ice offerings, and expenses. This critical 
information, compiled from thousands 
of firms across the U.S., offers you a 
blueprint for success.
PCPS members who participate in 
the survey receive a free interactive 
results report that allows you to com­
pare data tailored to your firm size, spe­
cialty, and region. This year, the report 
will also include detailed commentary 
on CPA firm best practices and big pic­
ture take-aways from the survey results. 
There has never been a better time to 
participate in the survey!
There is no cost to take the survey 
and all survey results are available free 
to PCPS members. Nonmembers can 
join for $35 per CPA in the firm (up to 
a maximum of $700) to take advantage 
of this member benefit. Alternatively, 
nonmembers can purchase data reports 
for $300 with a $100 discount to 
respondents and an additional $100 
discount for AICPA members. For 
more information, visit www.pcps.org 
and click on the survey logo on the left 
side of the screen.
Look for your e-mail invitation, and 
access the survey by clicking on the 
link provided.
* Do the new Department of Labor
(DOL) overtime requirements 
have an impact on your firm or 
your clients?
The U.S. DOL has issued regula­
tions regarding federal overtime pay 
requirements under the Fair Labor 
Standards Act (FLSA). The “Fair Pay 
Overtime Initiative” becomes effective 
on August 23, 2004. Under the new 
FairPay rules, workers earning less than 
$23,660 per year—or $455 per week 
—are guaranteed overtime protection.
PCPS and the AICPA are examining 
the regulations for their impact on local 
and regional CPA firms and small busi­
ness clients. Look for additional guidance 
on www.pcps.org later this summer.
In the meantime, you can learn 
more about the FairPay Overtime 
Initiative by going to the DOL Website 
at WWW.dol.gOV and clicking on 
“FairPay Overtime Rules” in the right 
column. An online video seminar is 
available in the lower left corner that is 
enhanced with a synchronized tran­
script and slide presentation.
• PCPS and MAP Committees merge 
to offer firms tools for success
The Management of an Accounting 
Practice (MAP) Committee recently 
merged with the PCPS Executive 
Committee to form a strong, unified 
group committed to helping practicing 
CPAs and their firms succeed. The two 
committees were merged to eliminate 
redundancy and to combine the 
resources and influence of talented 
volunteer groups for the maximum ben­
efit of the profession’s 40,000 local and 
regional CPA firms. The strengthened 
team is currently addressing CPA firms’ 
most pressing issues, in particular suc­
cession planning and staffing.
The newly merged committee is 
under the direction of Jim Metzler, the 
AICPA’s Vice President for Small 
Firm Interests, and his staff in Firm 
Practice Management. To learn more 
about the committee’s activities, visit 
www.pcps.org.
• PCPS Webcast—“New engagement 
opportunities for local/regional 
firms”— will be available on CD- 
Rom this fall
The PCPS/AICPA June 23 Webcast 
on new engagement opportunities for 
local and regional firms that have been 
created as a result of the limitations of 
Sarbanes-Oxley on larger firms will be 
available on CD-Rom this fall. The 
Webcast identifies how your firm can 
translate existing strengths into new 
business prospects. Some of the high­
lights of the discussion include:
• New opportunities for every size 
firm—not just Section 404 compli­
ance work
• Clear guidance on how to identify 
potential clients for this work
• Multiple marketing strategies to 
“get your foot in the door”
• Next steps for getting started now 
Learn first hand from practitioners 
and consultants including PCPS Chair, 
Rich Caturano, and AICPA Vice 
President of Small Firm Interests, 
Jim Metzler. These speakers know 
the benefits local and regional firms 
offer—high-quality work, a commit­
ment to service, reasonable rates—and 
can help you turn them into a competi­
tive advantage in the post-Sarbanes- 
Oxley business world.
The Webcast archive on CD-Rom 
can be ordered now through 
www.cpa2biz.com for $69. It will be 
shipped as soon as it is available. PCPS 
member firms receive an additional 20- 
percent discount using the coupon code 
posted at www.pcps.org. This Webcast 
is an indispensable tool for firms looking 
to expand their scope of services and take 
advantage of the opportunities created by 
the evolving regulatory environment.
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continued from page 6
The above documentation would be adequate and in accor­
dance with SSARS No. 10. However, the accountant would be 
required to inquire as to why sales increased by an amount greater 
than expected and why cost of goods sold did not increase accord­
ing to expectation. Also, the accountant would want to discuss 
with the owner/manager why there is a greater than expected 
increase in operating expenses.
SBA Launches 
New Web Site
Here’s a new Web site of interest to CPA firms 
and their small business clients.
www.business.gov
The U.S. Small Business Administration launched a new Web site
in May 2004 to provide a one-stop, 
online federal government information 
and services for businesses in one easy-
to-find location. Business.gov provides information and links to:
• Business development: information on starting, managing 
and marketing a business
• Financial assistance: resources for capital and credit
• Taxes: federal and state tax resources, forms, and assistance
By Eva M. Lang, CPA/ABV, ASA
Conclusion
The purpose of the documentation guidance contained in 
this Issues Paper is to illustrate how an accountant might 
document expectations in accordance with SSARS No. 10. The 
examples are presented for illustrative purposes only and should 
not be considered to represent either minimum or maximum 
documentation requirements.
• Laws and regulations: Laws, regulations, and other resources 
that affect business
• International trade: information on export promotion, trade 
finance, and trade leads
• Workplace issues: information on employee wellness, work­
place safety, benefits, and the family-friendly workplace
• Buying and selling: links for doing business with the government
• Federal forms: finding government forms businesses need to 
conduct business, expand, and grow.
Business.gov will continue to add resources, special “wizards”
to help businesses find answers to questions, fill out 
forms, save time, and be more productive.
Eva M. Lang, CPA/ABV, ASA, is chief operating officer of the Financial 
Consulting Group, Memphis, an alliance of business valuation and consult­
ingfirms in the U.S. She is co-author of Best Websites for Financial 
Professionals, Business Appraisers, and Accountants (Hoboken, NJ: 
John Wiley & Sons, 2003.
